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Li Qiang says it is not just callous but in fact inaccurate to blame the departure of some multinationals from China on the modest
wage rises for underpaid migrant workers.
Consider this statistic: the wealth of China's 1,000 richest people is equal to that of all 263 million migrant workers combined. According
to the 2012 Hurun Rich List, the combined wealth of China's 1,000 richest men and women equalled about US$860 billion, a 9 per cent
drop from the previous year. Despite this, their combined wealth is still almost double that of 2008.
According to a report by the National Bureau of Statistics, there were 263 million migrant workers in China by the end of 2012. If they
were to receive an equal share of the US$860 billion, each worker would get US$3,269. This is not far from the US$4,000 that the
average migrant worker actually earns every year.
And let's not forget that in order to earn this US$4,000, workers are doing more than 100 hours of overtime per month. The vast majority
are only earning the minimum wage, so in order to maintain a basic standard of living and send some money to their family back in their
villages, they have no choice but to work long hours.
Some observers point out that migrants workers' average wages in 2011 rose 21 per cent from the previous year, but this is in the
context of China's rapidly rising gross domestic product. While the GDP has climbed continuously upwards, workers' share of it has fallen.
In 1983, they owned 56.5 per cent of the wealth, but in 2005, this figure was only 36.7 per cent. In contrast, the return on capital
investment as a share of GDP grew by 20 percentage points from 1978 to 2005.
These massive changes are due, in part, to industrial restructuring. But at an even deeper level, these changes mirror an unfair
distribution of income. Even among all working people in China, migrants are earning a much smaller share. In 2005, the average annual
income of these workers was US$1,073, about a third of the average income of the urban workforce.
As the wealth gap widens, there will be both more millionaires and more migrants. The result is that workers are not enjoying a fair
share of the fruits of economic development.
Research by Accenture Consulting in 2011 showed that labour costs occupy only a fraction of all costs associated with the products of
multinational corporations. If labour costs increase by 30 per cent, the effect on company profit will only be 1 to 5 per cent, according
to the report. Such low labour costs will absolutely not affect multinationals' decisions to keep manufacturing in China.
Companies are facing comprehensive increases in the cost of manufacturing in China, including the cost of land, materials, energy,
taxes, trade, capital and administration. The prices of residential and industrial property have risen substantially in the past few years.
At the same time, as domestic manufacturing has become more dependent on imports for materials and energy, the rising cost of these
international commodities has also increased production costs in China.
The primary beneficiaries have been state-owned enterprises and the government. In 2011, around 120 state-owned enterprises had
combined revenues topping US$3.3 trillion, nearly half of China's GDP that year, and profits of US$150 billion, about a sixth of the
combined income of all 263 million migrant workers.
Manufacturers now face a wave of cost increases, and labour costs are but a small proportion of these. Indeed, the recent rise in
workers' wages is a factor of their wages having been so low in the first place, both absolutely and by proportion of total production
costs. These increases cannot be compared to increases in capital gains or other costs.
The rise in wages is also minuscule when compared with the current rate of inflation. It is a mistake to believe that an increase in labour
costs is going to cancel out China's competitive advantage.
The fact is that multinationals are facing comprehensive increases in all their expenditure, not just labour costs. These increases only
benefit vested interests; they have not been good for the workers who have "made China".
They are actually victims of the rising wealth of monopolies and the rich. Workers' wages can barely keep up with rises in the cost of
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goods. The loss of China's competitive advantage is a factor of wealth being concentrated in the hands of state-owned enterprises and
wealthy people. As Deng Xiaoping said, let the few get rich first. Now the rich are getting richer, and workers' portion of the wealth is
shrinking.
Many cities across China are raising their minimum wages, but in order to improve the lot of workers, the unequal system of income
distribution must be reformed. Additionally, state-owned enterprises and companies making windfall profits must either be more
forcefully regulated or disbanded.
The costs of economic growth must not be transferred to workers, just as the blame for multinationals leaving China must not be put on
workers who are just demanding enough money to survive.
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